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Local Govemment Type Local Government Name County

[ city Townshp [ Jvilage [ Joter | St. ignace Township Mackinac
Audit Date Opinion Date Date Accountant Reoon Submitted 1o State:

3/31/06 9/11/06 10/30/06

We have audited the financial statemenis of this local unit of govemment and rendered an opinion on financial statements prepared in
accordance with the Statements of the Governmental Accounting Standards Board (GASB) and the Uniform Reporting Format for
Financial Statements for Counties and Local Unils of Government in Michigan by the Michigan Department of Treasury.

We affirm that:
1. We have complied with the Bulfelin for the Audits of Local Units of Government in Michigan as revised.
2. We are cerlified public accountants regisiered to praclice in Michigan.

We further affirm the following. "Yes" responses have been disclosed in the financial statements, including the notes, or in the reporl of
comments and recommendations

You must check the applicable box for each item below,

[:iYes No 1. Certain component units/funds/agencies of the local unit are excluded from the financial statements.

DYes No 2. There are accumulated deficits in one or more of this unit's unreserved fund balances/retained earnings (P.A.
275 of 1980).

DYes No 3. There are instances of non-compliance with the Uniform Accounting and Budgeting Act (P.A 2 of 1968, as
amended).

DYes No 4 The local unit has violaled the conditions of either an order issued under the Municipal Finance Act or its
requirements, or an order issued under the Emergency Municipal Loan Act.

|:|Yes No 5. The local unit holds depositsfinvestments which do not comply with statutory requirements. (P.A. 20 of 1943,
as amended [MCL 129.891), or P.A. 55 of 1982, as amended [MCL 38.1132]).

D Yes No 6. The local unit has been delinquent in distributing tax revenues that were collected for another taxing unit,
The local unit has viplated the Censtitutional requirement {(Article 9, Section 24) to fund current year eamed
|:|Yes No 7. pension benefits (normal cosis) in the current year If the plan is more than 100% funded and the overfunding

credits are more than the normal cost requirement, no confributions are due (paid during the year).

DYes No 8. The local unit uses credit cards and has not adopted an applicable policy as required by P.A. 266 of 1995
(MCL 129 241).

|:| Yes No 9§ The local unit has not adopted an investment policy as required by P.A. 198 of 1987 (MCL 129.95)

To Be Not

We have enclosed the following: Enclosed Forwarded Required
The letter of comments and recommendations. ‘/
Reports on individual federal financial assistance programs (program audits). /
Single Audit Reports (ASLGU). /

Certfied Public Accountant {Firm Name)
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. Hill - Schroderus & Co., LLP

Certified Public Accountants & Consultants

September 11, 2006

independent Audifors’ Report

Township Board
St ignace Township
Mackinac County, Michigan

We have qudited the accompanying financial statements of the governmental actlivities, the business-
type activity, each majer fund and the aggregate remaining fund informalion of $1. lgnace Township,
Michigan, as of and for the year ended March 31, 2006, which collectively comprise the Township's basic
financial statements as listed in the table of contents. These financial statements are the responsibiiity of
the Township's management. Qurresponsibilily is 1o express opinions on these financiol statements based
on our audit.

We conducted our audil in accordance with auditing standards generally occepted in the United States
of America and the stondards applicoble to financial audits contained in Government Audiling
Stondords. issued by the Compitroller Generol of the United Siates, Those standards reguire that we plon
and perdorm the audit to oblain reasonabie assurance about whether the financial statements are free of
material misstatement. An audit includes examining, on a test basis, evidence supporiing the amounts
and disclasures in the financial statements. An audit clso includes assessing the accounting principies
used and significant esfimates made by management, as well as evaluating the overall financial
statement presentation. We believe that our audit provides a reasonable basis for our opinions.

In our opinion, the financial statemenids reiered o above present faldy, in all material respects, the
respective financial position of the governmential activilies, the business-type activity, each major fund
and the aggregoie remaining fund information of St ignace Township. as of March 31, 2006, and the
respective changes in financial position and cash fiows, where applicable, thereof for the year then
ended in conformity with accounting principles generally occepted in the United States of America.

In accordance with Government Auditing Standords, we hove dlsoissued ourreport dated September 11,
2006 on our consigeration of the Township's infernal control over financial reporting ond on our tests of ifs
comphance with cernoln provisions of lows, regulations, coniracts, and grant agreemenis and other
matters. The purpose of that repori is 1o describe the scope of our testing of internal contrel over financial
reporting and compliance and the resulis of that testing, and not to provide an opinion on the internal
conirof over financial reporfing or on compiiance. Thatrepor i anintegral part of an cudit performed in
accordance with Government Audifing Sfondards and should be considered in conjunction with ihis
report in considering the results of our audit.

|
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The management's discussion and analysis and budgetary companson information, aslisied in the table of
contents, are not a required part of the bosic linanciol statements but are supplementary information
reguired by accounting principles generally acceptedin the United States of america. We have applied
certainlimited procedures, which consisted principally of inguiries of management regarding the methods
of measurement ond presentation of the required supplementary information. However, we dlid not qudit
the information and express ne opinion on it

Qur audit was conducted for the purpose of forming opinions on the financial statements that colleciively
comprise $1. ignace Township's bosic financial statements. The other supplemeniclinformation, aslisted in
the tabie of contents, is presenied for the purpose of odditional analysis ond is not a required part of 1he
baosic financial statements. The accompanying schedule of expenditures of federal awards is presented
tor purposes of additional analysis as required by U.5. Office of Management and Budget Circular A-133,
Audits of States, Locol Governments, and Non-Profit Organizations, ond is also nof o required porl of the
basic financial statements of $1, Ignace Township. The other supplementoary information and the schedule
of expenditures of federal awards hove been sulbbjected 1o the auditing procedures appliedin the oudit of
the basic financial statements and, in our opinion. are fairly stated in all material respectsinrelation to the
basic financial sictements taken as a whole.

WL Shnobione Lo

CERTIFIED PUBLIC ACCOUNTANTS
Petoskey, Michigaon



Township of St. Ignace
N4298 Gorman Road
Mailing Address 2373 Shore Drive
St. Ignace, Michigan 49781
Office Phone 906-643-8935

TDD 71)

Dale Nelsoa, Supenisor Doam Haqu, Clerk Sheryl Stharer, Treamder Stewen Cenpbell, Trusee Donald Schalrer, Trunee

DO6-543.9307 S6-£43-8915 ME-643-9 145 G4 3. 7536 Gob-643-8145

Management's Discussion and Analysis

Overview of the Basic Financial Statements

St Ignace Township's basic financidl siatements include governmeni-wide staiements,
fund financial siatements and notes 1o ihe finonciol statements. This report also conitains
required and other supplemental information in gddition (o the basic financicl
statements.

Government-wide Financlal Statements

The government-wide financial statements report information on all of the Township’s
non-fiduciary funds, The government-wide statements are designed to provide readers
with o broad overview of the Township's finances, in @ manner similar to a private-sector
business.

The Statemeant of Net Assets displays all of the Township's assets and liabilities, with the
difference reported as net ossefs. All long-term assets and debt obligations are
presented.

The Stalement of Activifies focuses on the gross and net cest of the various functions
within the Township (general government, pubiic safety, public works, eic.). which are

supported by the Township's general revenues (property taxes, stole shared revenues,
efc.).

fund Financiatl Siatements
The fund financial statements report on the governmenial funds and proprietary fund,
with an emphasis on major funds. Mgjor funds are determined by the ievel of activity

within fhe varous funds.

The focus of the governmental fund financial statements is on the sources and uses of
funds dunng the cument year,

The proprietary fund financial statements present information as it would appear for @
private-sector business.

St. lgnace Township is an Equal Opportunity Provider and Employer. Complamnts of
discrimination should be sent to: USDA, Director of Civil Rights, Washington D.C. 20250-5410.



The fiduciary fund is clso presented, separate from the governmental funds, due o the
fact that these asseis do nol represent assets of the Township. These assets ore not
presenied as pari of the governmeni-wide finoncial statements.

St Ignace Township maintains 6 individual governmental funds. Information is presented
sepoarately in the governmentol fung balonce sheet ond the govermnmenial fund
statement of revenues, expenditures and changes in fund balances for the General Fund
ond Rood Improvement Fund. These ore the governmental funds, which are considered
1o be major funds.

Notes to the Financial $tatements

The noles provide additional information, which is essenldial 1o o tull understanding of the
data provided in the governmeni-wide and fund financial statements.

Government-wide Financial Analysis
The table below surmnmarizes the Township's net assels as of March 31, 2006:
st. Ignace Township
Statement of Net Assets

March 31, 2006

Governmental  Business-Type

Activities Activity Totol
Assets
Cumrent ond other assets $ 800,499 $ 12,560 $ 813,059
Cuapital assets - net of accum. dep. 117,376 2,744,445 2,861,821
Total astets $ 917875 $ 2,757,005 3,674,280
Liabiliiies
Current liabilities 12,256 57,347 69,597
Bonds poyoble, long-term portion - 643,000 643,000
Total ligbilities 12,256 700.341 712,597
Net Assets
Investment in copital assets
net of related deb! 117.376 2,048,247 2,165,623
Unrestricted 788,243 8,417 796,660
Total net assets 905.619 2,056,464 2,962,283
Total liabilifies and net assets $ 917875 $ 2.757.005 $ 3.674.880

At the end of the fiscal year, $t. Ignace Township is able 1o repor positive balances in all
categories of net assets. The first portion of the Township's net assets is its invesiment in
capital assets {land, buildings/building improvements, and equipment), less any relaied
debt used to acquire those assets that is siill cutstanding. The Township uses these
capital assets in providing services; con sequently, these assets cre not available for
future spending.

11



The restricied net assels represent amounts timited for spending on construction of the
new sewer system.

The remaining porfion of nel assets - unrestricted net assets -may be used at the
Township's discreiion fo meet ongoing obligations.

The results for the Township as g whole are reported in the Statement of Activilies, which
is summarized below:

st. lgnace Township
Statement of Activities
Year Ended March 31, 2004

Govermnmenial Business-Type
Activities Actvity Total
Revenve
Programrevenue:
Charges for services $ 13.252 $ - $ 13,252
Genetal revenue:
Property toxes 100,098 - 100,098
Federalt revenues 20,025 - 20,025
State snored revenues 74.261 - 74,26}
Local revenues 20,303 - 20,303
Interest 6,402 - 6,407
Federal grants - 839,400 889,400
Other 4,884 7.981 12,865
Tolal revenues 239,225 897 381 1,136,606
Function/Program Expenses
General governrent 87.836 - £7.836
Public safely 36,727 - 36,727
Public works 37.806 4,717 42,523
Recreation and cuitural 10.413 - 10,413
Cepreciofion [unallocated) 5938 - 5,938
Total expenses 178,720 4717 183,437
Change in net assets 60.505 892,664 953.16%
Net assets - beginning of year 845,114 1.164.000 2,009,114

Net asseis - end of year $ %05.41% b 2.056.664 $ 2962283

1



As reporfed above, the Jownship recorded $183,437 of expenses. The Township's
governmenial activities were funded primarily with property tax revenues. State shared
revenues, Indian revenues, and Naiional Forest revenues were other notable sources.
Federal grants, state grants, and Indian revenues funded the sewer construction project.

The Township experienced an increase in net assets of $953,149.

Business-Type Activity Financial Analysis

As of vear-end. the Township's business-type aclivily reported total net assets of
approximetety $2,056,664, which is $8%92,664 more than the beginning of the year. The
increase was due to confinuing construction of the sewer system.

The Township's Funds

The analysis of the Township's mojor funds begins on page 5. As of year-end, the
Township governmenial funds reported g combined fund balance of approximately
$788.243, which is $64,443 more than the beginning of the year. The increase was mainly
due to General Fund revenues exceeding expenditures by about $20.000.

General Fund Budgetary Highlights

Final budgeled revenues and expenditures remained unchonged from  originot
budgeted amounts. Approximately $5,000 of the contingency was tapped for increases
in budgeted expenditures.

Fing! actuatl revenues were siightly over final budgeted amaunts. Property tox revenues
were higher than budgeted and state shared revenues were lower than anticipoted.

Final acfual expenditures were less than final budgeted amounts, The largest budget
vanances were due to fower election costs, ambulance service costs and fire protection
costs,

Road tmprovement Fund Budgetary Hightighis

Final budgeled revenues and expendifures remained unchanged from criginal
budgeted omounts.

Final actual revenues were about $14,000 greaier than final budgeted amounts.
Nalional Forest revenues were not included in the budget and PILT monies were greater
than expected.

Final actual expenditures were also greater tihan budgeted amounts. The largest budget
varionce was due to unanficipoted consiruction costs related to Mackinac Trail.



Capital Assets and Debt Administration

At March 31, 2006, the Township had 32.843,247 invested in capital assets. The following
table summarizes the capital asset activify for the yeaor:

3. Ignace Township
Year Ended March 31, 2006

April 1, 2005 Additions Disposols March 31, 2006
Land $ 5,550 3 - 3 - $ 5530
Construction in progress 1,843,209 882.662 - 2,725871
Buitdings and improvements 138,991 - - 138,991
Equipment 18.714 - - 18,714
Total capital gssets 2,006,454 882,662 - 2,889,124
Less accum. depreciation [39.941) {5,938 - (45.879)
Nel capitol assets $ 1,966,523 3 878,724 % - % 2,843,247

The Township has 367,649 in commitments remaining ot year-end related {o the sewer
systern construction. The bonds outstanding ot vear-end are revenue bonds related to
this project. Future sewer fund revenues will be ulilized for repayment of these bonds.

Financial Confact

The Township's financial statemenis are designed to present users with a general
overview of the Township's finances. Questions concerning any ot the information
provided in this report or requests for additional financial information should be direcied
towards the Township Tregsurer, St Ignace Township.



ST. IGNACE TOWNSHiP
Statement of Net Assets

Assets

Current Assets
Cash
Investments
Receivables:
Toxes
Other
Infernal balances
Due from fiduciary fund
Due from other governmental units

Total current assels

Noncurrent Asseis
Restricted asseis:
Revenue bond covenants
Construction in progress
Lang
Depreciable assets
Less: accumulated depreciation

Tolal noncurrent assets

Totaol assets

Liabilifies and Net Assets

Cument Liabiiities
Accounts pavable
Internal balances
Due to other governmenial units
Accrued interest
Bonds payable, due within one year

Total curent liabilities

Noncurrent Liabilities
Bonds payoble

Total noncurrent ligbilities

Total abilities

Net Assets
Invested in copital assets, net of related debt
Unrestricted

Total net assets

Total lighilities and net assefs

March 31, 2006

Governmental Business-Type
Activilies Activity Total

N 622,906 3 73 622,979
119,6%9 - 119,699
10,769 - 10,769

- 12.487 12,487

18,979 - 18,979
22,198 - 22,198

5,948 - 5,948
800.499 12.560 813.059

- 18,574 18,574

- 2,725871 2,725,871

5,550 - 5,550

157,705 - 157,705
{45,879} - {45,879}

117.376 2,744,445 2.861.821

% 917.875 $ 2.757.005 3,674,880
3 1,948 3 22,717 24,665
- 18,979 18979

10,308 - 10,308

- 9.645 9.645

- 6,000 6.000

12,256 57,341 69.597
643,000 643,000

- 643,000 643,000

12,256 700,34 712,597
117.376 2,048,247 2165623
788,243 8417 796,660
$05.619 2.056,664 2,962,283

$ 917,875 $ 2757005 3,674,880

See accompanying netes to the basic financial statements. 3
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Assets

Cash

Investments

Toxes receivable

Due from other funds

Due from other governmental unifs

Total assets

Liabilities and Fund Balances

Liabilities
Accounts poyabie
Due to other govemmental units

Total liabilities

Fund balances
Unreserved, designated for.
Recreation
Water/Fire Hydrant Fund
Urnreserved

Total fund balonces

Total ligbilities and fund balances

ST. IGNACE TOWNSHIP
Bolance Sheet
Governmental Funds
March 37, 2004

Cther
Nonmajor Total
Road Governmenial  Governmental

General Improvement Funds Funds
3 303,150 3 279.6%4 3 40,062 $ 622,906
119,699 - - 119,699
1,560 7,362 1,847 10,769
28,105 10,434 2,638 41,177
5,948 - - 5,948
$ 458,462 $ 297.4%90 $ 44,547 % 800.499
3 1.948 $ $ - 3 1,948
- - 10,308 10,308
1,948 - 10,308 12,256
- - 3.032 3.032
- - 30819 30.819
456,514 297.490 388 754,392
456.514 297.490 34,239 788,243
$ 458,462 3 297,490 3 44,547 3 800,499

See gccompanying notes 1o the basic finoncizl slatements. 5



ST. IGNACE TOWNSHIP
Reconciliation of Governmental Funds Balance Sheet fo the
Statement of Net Assets
March 31, 2006

Totad Fund Baiance - Governmental Funds 3 788,243

Armounts reported for governmental activities in the stoiement of net assets
are different becouse:

Governmenial funds report capiial outlays as expenditures. However,
in the statement of net assetls, these assels are capitalized and depreciated
over their estimated useful fives. ’

Governmential capital assetis 163,255
Accumulated depreciation [{45.879)
Net Assets of Governmental Activities $ 705.619

See accompanying notes 10 the basic finoncial staiemenis, é



ST. IGNACE TOWNSHIP
Statement of Revenues, Expenditures, and Changes in Fund Balances
Governmenial Funds
For the Year Ended March 31, 2006

Other
Nonmajor Total
Rocod Govemmeanial  Governmental
General irprovement Funds Funds
Revenues
Toxes b 36,956 $ 50,400 $ 12,742 3 100,098
Federairevenues - 20,025 - 20.025
State revenues 73,456 - 805 74,261
Local revenues 20,303 - - 20,303
Charges for services 9,413 - 3.839 13,252
Interest and renials 2,601 2.874 927 6,402
Other 4,533 351 - 4,884
Total revenues 147,262 73,650 18,313 239,225
Expenditures
Current:
Generat government 87,834 - - 87.83¢6
Pubilic safety 33,407 - 3,320 36,727
Public works 5,972 26,386 5.448 37.806
Recreaiion and culiurgl - - 10,413 10,413
Capital outiay - - - -
Total expenditures 127,215 26,386 19,181 172,782
Excess [deficiency} of revenues
over expendifuras 20,047 47,264 (868} 66.443
Other financing sources (uses)
Cperating fransters in - - 4,364 4,364
Cperating transfers out {4,364) - - (4,364}
Totol other finoncing
sources {uses) {4,364) - 4,364 -
Net change in fund balances 15,683 47,264 3.496 66,443
Fund balances - beginning of year 440,831 250,226 30,743 721,800
Fund balances - end of year $ 456,514 $ 297.4%90 3 34,23% $ 788,243

See accompanying notes 1o the basic inoncial stalemeants, 7



ST. IGNACE TOWNSHIP
Reconciliation of the Statement of Revenues, Expenditures, and
Changes in Fund Balances of Governmental Funds i¢ the
Statement of Activities
For the Year Ended March 31, 2006

Net Change in Fund Balances - Total Governmental Funds

Armcunis reported for governmenial activilies in the statement of activities
are different because:

Governmental funds report capitol outiays as expenditures. However,
in the statement of activities, the cost of these assets is aliocated over
their estimated useful lives as depreciotion.

Expendiiures for capitai assefs

Current year depreciation

Change In Net Assets of Governmental Activities

See accompunying neles 1o the pasic financiol stalemants, 8

$ 66,443
(5,938)
$ 60,505




ST. IGNACE TOWNSHIP
Statement of Net Assets
Proprietary Fund

Assets
Current Assets
Cash
Accounits receivable
Total current gssets
Noncurrent Assets
Restricted assets:
Revenue bond covenanis
Construction in progress

Toial noncurrent assets

Toial assets

Liahilities and Net Assets

Current Liabilities
Accounts payabie
Interest povable
Bonds payable, due within one year
Total current liabilifies
Noncurrent Liabilities

Oue to General Fund
Bonds poyable

Total noncurrent licabilities
Total liabilities
Net Assets
invested in capital assets, net of related debt
Restricted for revenue bond covenants

Total net assets

Total labilities ond net gssets

March 31, 2006

See accompanying notes to the basic finoncial statements, 4

Business-Type Activity
Enterprise Fund

Sewer
System

$ 73
12,487

12,560

18,574
2,725,871

2,744,445

b 2,757.005

5 22,717
9,645
6.000

38.362

18,979
643,000

861,979

700.341

2.048,247
8.417

2,056,664

3 2.757,005




ST. IGNACE TOWNSHIP
Statement of Revenues, Expenses, and Changes in fund Net Assets
Proprietary Fund
For the Year Ended March 31, 2006

Business-Type Activity
Enterprse Fund

Sewer

System
Operating revenves $ 7.981
Cperating expenses 4,717
Operating income 3,264

Nonoperating revenues {expenses)

Federal grants 889,400
Change in net assels 892,664
Total net assets - beginning 1,164,000
Total net assets - ending $ 2,056,664

See accompanying notes 1o the basic fingncial statements. 10



ST. IGNACE TOWNSHIP
Statement of Cash Flows
Proprietary Fund
For the Year Ended March 31, 2006

Cash flows from operafing activities

Cuash flows from capital and related
financing activities

Acguisition and construction of
capital assets and contracts payable

Payments to General Fund

Gramis received
Net cash provided [used) by construction and miscellaneous
non-operating activities

Net cash provided {used) for capital
ond related financing activities

Net incregse {decrease) in cash
Cash, beginning

Cash, ending

See accompanying notes 1o the cosic financial siatements 1t

Business-Type Activity
Enterprise Fund

Sewer
System

b 3,264

(882,662)
{65,000)
889,400

55,025

[3.237)

(3.237)

46

b {3,191}




ST. IGNACE TOWNSHIP
Statement of Fiduciary Net Assets
Fiduciary Fund
March 31, 2006

Agency Fund

Assgts
Cash % 141,295
Liabilities
Due o other funds $ 22,198
Due to County 37,775
Due to Schools 82,022
Total liobilities % 141,995

See accormpanying notes fo the bosic inancial sietements. 12



NOTE i

ST. IGNACE TOWNSHIP
NOTES TO FINANCIAL STATEMENTS
March 31, 2004

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Stoignace Township cperaies under an elected Boord of Trustees and provides services to its
residents in many areas inciuding: fire protection, public safety and improvements, planning
and zoning, recrecation and genera! administrative services,

The Township's financial statements are prepared in accordance with generally accepted
accounting principles (GAAP). The Governmeniol Accounting Standards Board (GASB) is the
standard-setting body for governmental accounting and financial reporting. The Township's
reporting entity applies all relevant Governmental Accounting Standards Board {GASB)
pronouncements.  Proprietary funds apply Financial Accouniing Stondards Board [FASB)
pronouncements and Accounting Principles Boord [APB) opinions issued on or before
November 30, 198%, unless those pronouncements conflict with or coniradict GASB
pronouncements, in which case, GASB prevails. Pronouncements of the FASBE issued affer
November 30, 1989 ore nof applied in the preparation of the financial siatemenis of the
propriefary funds in gccordance with GASBE Statement No. 20. The following is @ summary of
the significant policies used by the $1. Ignace Township:

REPORTING ENTITY

The accompanying financial statements have been prepared in accordance with criteria
established by GASBS No. 14, and amended by GASES Mo, 39, GASBS 14 states that the primary
basts for determining whether ouiside agencies and organizations should be considered
component units of the Township and included in the Township's financial statements is
finoncial accountability, Financial accountabllity has been defined as follows: A primary
government has sulbstantive authority to appoint a voling majority of the component unit’s
board; the primary government is eifher able to impose its will cn a component unit orthereis
a potenfiol for the componeni unit 1o provide specific finoncial burdens on the primary
government; and the componen! unii is fiscally dependent on the primary government. The
Township has no component units.

BASIC FINANCIAL STATEMENTS — OVERVIEW

Tne Township's basic financial sialements include both governmeni-wide (reporting the
Township s ¢ whole) and fund financiol statements [reporting the Township's major funds).
Both the government-wide and the fund financicl statements cotegorize primary govemment
octivities as either governmental or business-type. Govemmential activities, which normally are
suppored by faxes ond intergovernmental revenues, are reported separately from business-
type activilies, which rely to a significant extent on fees ond charges for suppeort.

BASIC FINANCIAL STATEMENTS ~ GOVERNMENT-WIDE STATEMENTS

The government-wide financial siatements report information on oll of the nonfiduciary
activities of the primary government. As a general rule the effect of interfund activity, such 3
overhead costs, has been eliminaied from these statements. The government-wide focus is
more on operationa efficiency, the sustainability of the Township as an entity and the change
in fhe Township's net assets resuliing from the current year's activities.



NOTE I:

NOTE TQ FINANCIAL STATEMENTS - CONTINUED
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES -~ CONTINUED
BASIC FINANCIAL STATEMENTS — GOVERNMENT-WIDE STATEMENTS —-CONTINUED

in the government-wide Statement of Net Assets, boih the governmentat and business-type
aclivity ore presenied on ¢ consclidated basis. Due to the full accrual, economic resource
basis, off iong-term assets and receivables, as well as long-term debt and obligations are
recognized. The Township's net assets are reporied in three pards - invested in capital assets,
net of relaied debt; restricted net assets; andunresincted net assets. The Township first utilizes
restricted resources to finance qualifying activities

The governmeni-wide Statement of Activities demonsirates the degree 1o which the direct
expenses of a given funcilion or segment are cifset by program revenues. This siatement
reduces gross expenses {including depreciation) by related program revenues, which include
charges for services, operalfing grants and copifal grants.

The program revenues must be directly associcted with the funciion or segment. Progrom
revenues include: {1} charges to customers or applicants who purchase, use, or direcily benefit
from goods, services, or privileges provided by o given function or segment; and (2} granis and
coninbutions that are restricted to meeting the operational or copital requirements of a
parficular funciion or segment. Taxes and other items not properly included among program
revenues are reported as general revenue.

BASIC FINANCIAL STATEMENTS — FUND FINANCIAL STATEMENTS

The financial fransactions of the Township are reported in individua! funds in the fund financiat
statements. Each fund s accounted for by providing o separate set of seli-balancing
accounts that comprise it assets,  fiabililies,  fund  balonces, revenues and
expenditures/expenses, The focus of the fund financial statements is upon the determination
of financiol pesition and changes in financial position {sources, uses, and balances of financial
resources).

Government resources are gliocated to and acceounted forinindividual funds based upon the
purposes for which they are 1o be spent and the means by which spending activities are
confrolled. The emphasis in the fund financial siclemenis is on the maior funds in the
govermnmental or business-type categories. GASBS No. 34 sets forth minimum criteria
[percentage of the assets, liabiliies, revenues or expenditures/expenses of the governmental
and proprietary funds) for the determination of magjer funds.

Governmental Funds

The following is a descriplion of the maojor governmental funds of the Township:

General Fund - The General Fund is the general operating fund of the Township. it is used to
account for all financial resources except those reguired 10 be accounied forin another fund.

Road Improvement Fund - The Road Improvement Fund is used for Township road
improvements and maintenance. Primary financing is through o specific annual property tox
levy and federal grants.



NOTE I:

‘NOTE TO FINANCIAL STATEMENTS — CONTINUED
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES ~ CONTINUED
BASIC FINANCIAL STATEMENTS ~ FUND FINANCIAL — CONTINUED
in addition, the Township reports the following non-major governmental funds:

Special Revenue Funds

Recreafion Fund - The Township pertorms record keeping funciions for this fund while the
Township Board approves all transactions. Primary financing i through ¢ specific annual
property iax levy,

Liquor Control Fund - The Township performs record keeping funciions for this fund while the
Township Board approves all transactions. Primary financing is through State of Michigan
revenue sharing.

Water/Fire Hydrant Fund - The Township performs record keeping functions for this fund while
the Township Board approves all fransactions. Primary financing is through inferest revenue and
Genergl Fund transfers.

Building Fund - The Township performs record keeping functions for this fund while the Township
Board approves dall fransactions. Primory financing is through buiiding permit fees.

Proprigtary Fund

The focus of the proprietary fund is upon the determinalion of operating income. changesin
fund net assets, financial position, and cash flows, which is similar to for-profit businesses. The
following is a description of the major proprietary fund of the Township:

Sewage Disposal Utility Fund - The Sewer Fundis an Enterprise Fund. The fund will ioe finonced
and will operate in a manner simitar fo o privale enterprise. The intenl is that costs {expenseas,
including deprecialion} of providing sewer service to the general public will be recovered
fhrough user charges. The Township sewer system is expected o be fully operafional in late
2006.

Propriefary funds distinguish operafing revenues and expenses from nonoperaling ifems.
Operating revenues and expenses generally result from providing services and producing aend
delivering goods in connection with o proprietary fund’s principal ongoing operation. The
principal operating revenues of the Sewer Fund are charges io customers for sales and
services. Operating expenses for this iund include the cost of sales and services, administrative
expenses and depreciation on capital assefs. All revenues and expenses not meeling this
definilion are reported as nonoperating revenues and expenses.

Fiduciary fund

The fiduciary fund is used to account for assets held by the City in @ frustee or agent capacity.
Since, by definifion, these assets are being held for the benefit of o third party [other local
governments, privale parties, pension participants, etc.) and cannot be used o address
activifies or obligafions of the government, this fund is not incorporated into the government-
wide statements,

Agency funds use the accrual basis of accounting, however report only assets and liabilities.



NOTE 1:

NOTE TO BHNANCIAL STATEMENTS - CONTINUED
SUMMARY OF SIGNIFICANT ACCOUNTING PCLICIES - CONTINUED

Agency Fund - The Agency Fund accounts for the collection and payment of property tax
levies.

BASIS OF ACCOUNTING

Basis of accounting refers {o the point at which revenues and expenditures/expenses are
recognized in the accounis and reported in the financiol statements. Basis of occounting
relates to the fiming of the measurements made, regardless of the measurement focus
applied.

The government-wide statements are reported using the economic resources measurement
focus and the iull accrual basis of accounting, which incorporates long-term assets and
receivables as well as long-term debt and cbligations. Revenus is recorded when eamed ond
expenses arg recorded when ¢ lability is incurred, regardless of the iiming of relaied cash
flows. Property taxes are recognized asrevenue in the year for which they are levied. Grants
and similaritems oare recognized as revenue as soon as all eligibility requirements imposed by
ihe provider have been met. Expenditures generally are recorded when aliability isincurred.

All proprietary funds and agency funds are accounted for using the full accrual basis of
accounting. Thelr revenues are recognized when they are eamed and their expenses are
recognized when they ore incumed,

Governmental fund financial statements are reported using the current financicl resources
meaoasurement focus ond the modified accrual basis of accounting. Revenues are recorded in
fhe accounting period in which they are eamed. as long as they ore both available and
measurable. Revenues are available when received within the current period or within 40
days after year end. Expenditures are recorded in the accounting period in which the liability
is incurred, as under full accrual accounting. However, debt service expendifures, expendifures
relaling 1o compensated absences, and claims and judgments are recorded only when
poyment is due.

ASSETS, LIABILITIES, AND NET ASSETS OR EQUITY

Cash and Cash Equivalents

Cash and cash equivalents are considered to be cash on hond and demand depaosits.

Interfund Receivables/Payables

Ouistanding boiances between funds are reporied as "due io/from other funds” on the
balance sheet of the fund financial statements and as intermnal balances” on the Sfalement
of Net Assets of the government-wide financial siatements.

Capital Assefs

Capital assels, which include property, buildings. leasehold improvements, and eguipment,
are reported in the applicable governmenial or business-type cclivities column in the
government-wide financial statements. Capital assets are recorded by the Township when the
initial individual costs are equalto or greaier than $1.000 and an estimoted usetul life in excess
of 2 years for all asset fypes except forland. Landis capilalized # cost exceeds $1.



NOTE I

NOTE 2.

NOTE TO FINANCIAL STATEMENTS - CONTINUED
SUMMARY OF SIGNIFICANT ACCOUNTING POL;fClES — CONTINUED
ASSETS, LIABILITIES, AND NET ASSETS OR EQUITY - CONTINUED
Capital Assets - Continued

Capital assets are recorded at historical cost or estimated hisioricol cost if purchased or
construcied. Donated capital assets are recorded ot estimated fair market value at the date
of donation.

Property, buildings ond equipment are depreciated using the straight-ine method over the
following useful lives:

Buildings 40 1o &0 years
Building Improvements 20 fo &0 vears
Sewer Systems 34 to 40 years
Office Equipment & Furniture 510 10 years
Leasehold improvements 20 to 40 years

Long-Term Cbligations

in the government-wide financial stotements and the proprieiary fund financial siatements,
long-term debt and other long-term obligations are reported as liabilifies.

In the fund finoncidal siatements, governmental fund fypes recognize the face amount of debd
issued as other financing sources.

Fund Equity

in the fund financial siatements, governmental tunds report reservaiions of fund balonce for
amounis that are not available for oppropriofion or are legally restricted by culside parties for
a specific purpose. Designations of fund balance represent tentalive moanagement plans that
are subject to change.

COMPARATIVE DAJTA
Comparative dala for the prior year is not included in the Township's finoncial statements.

STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

Annucat budgets are adopted on a basis consistent with generally accepted accounting
principles for all Governmental funds of the Township except for the agency funds. Budgeiary
conirol is legally mainiained gt the fund level,

The Township follows these procedures in establishing the budgetary data reflecied in the
financial statements:

1. Prior 1o April 1. the Supervisar submits o the Township Boord a proposed operating
budget for the fiscal year commencing the following April 1. The operating budget
includes proposed expenditures/expenses and the means of financing them,

2. A public hearing is conducted at the Township Hall 10 obtain taxpayer commenis.

3. Prior o Aprl 1, the fund budgefs are legally enacied through passage of an
appropration act.

4, The budget s adopted ot the fund level consistent with generally accepted
accounting principles. Budgeied amourts are as criginally adopted, or as amended
by the Township Board during the year, and lapse at year-end.
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NOTE 2:

NOTE 3:

NOTE TO FINANCIAL STATEMENTS - CONTINUED

STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY - CONTINUED

The Township did not have an excess of expenditures over appropriafions for the General Fund
or its Special Revenue Funds.

CASH AND INVESTMENTS

Michigan Compiled Laws, Section 129.91, auihorizes the Township o make deposits and invest
in the accounts of federally insured banks, credit unions, and savings and loan associations
which have an office in Michigan. The Township is allowed io invest in bonds, secunities and
ofher direct obligations of the United States or any agency or instrumentality of the United
States; United States government or federal agency obligahons; repurchase agreements;
bankers' acceptance of United Siates bonks; commercial paper rated within the two highest
classifications which mature not more than 270 days ofter the date of purchase; obligations of
the Stale of Michigan or its political subdivisions which ore rated as investmeni grede; and
mutuct funds composed of investrment vehicles which are legal for direct investment by locdd
units of govemmeni in Michigan.

Cash Peposits

Al March 31. 2006, the carrying amount of the Township's deposits was $764,947 and the bank
bolance was $771,070.

Pooling of Cash - The Township pools cash o maximize its investment retum:

Fund Amaount
Primary Government
General $ 234,161
Road Improvement 218,305
Other Nonmgajor Governmental Funds 7,243
Total pooled cash 461,709

Cash not held in pocled accounts:

Primary govermnment 161,222
Fiduciory Funds 142,016
Total cash $ 764947



NOTE 3:

NOTE 4:

NOTE TO FINANCiAL STATEMENTS — CONTINUED
CASH AND INVESTMENTS - CONTINUED

federat Depository Insurance

Of the above balance in cash, $207.621 was covered by federal deposifory insurance. The
remaining amount was uninsured and uncollaterglized. The Township may experisnce
significant fluctuations in deposit balances through the year,

Investments are stoted at market vatwe. Investiments held at @ financial institufion can be
categorized according to three levels of risk. The three levels of risk are:

Category 1 Investments thal are insured, registered or held by
the eniity or by its agent in the Townshig's name.

Category 2 Invesiments that are uninsured and unregistered
held by the counterparty's frust deporiment or
agent in the Township's nome.

Category 3 Uninsured and unregistered investmenis held by
the counterparty, its frust or its ageni. but not in the
fownship's nome.

The Township has a cerlificate of deposit with a market value of $119,69% at March 31, 2006.
This investment is classified by risk level as Category 1.

PROPERTY YAXES

Property taxes are levied and become a lien on property s of July 1 on fhe Siote faxable
valuation of property in the Township as of the preceding December 31. The Township bills and
collecisits own property faxes and also collects taxes for other governmental units. Colleciion
of other governmental unils' taxes ano remitiance of them to the units are accounted for in
the Agency Fund. Property taxes are recognized as revenue in the yvear for which they are
levied.

The Township is permitted by charler to levy taxes. subject io Sfate Heodlee and Truth in
Taxation provisions, up to $1.50 per $1.000 of taxable valuaiion for general governmenia!
services and for the payment of principatl and inferest on general obligation long-ierm debt.
The 2005 State taxable valuation of the St ignoce Township totaled $25,808,680.

The iax raie for the year ended March 31, 2006, was as follows:

Purpose RoisToxable Volualion
General governmental services $1.4304 per $1.000
Rood improvements $1.9507 per $1.000



NOTE 5:

NOTE 6:

NOTE 7:

NOTE TO FINANCIAL STATEMENTS — CONTINUED

DESIGNATIONS OF FUND BALANCE

Designated:

Fund Amount
Recreation $ 3.032
Wailer/Fire Hydrant 30,819

INTERFUND RECEIVABLES AND PAYABLES

The interfund balances within the primary government are as follows:

Interfund interfund

Receivable Payable
General Fund $ 28105 $ :
Road Improvement Fund 10,434 -
Recrecotion Fund 2,638 -
Sewer Fund - 18,979
Fiduciary Fund - 22,198

3 41,177 $ 41177

The interfund balance between the Recreation Fund and General Fund is for fund cperations.
The interfund balance between the Sewer Fund and Genergl Fund is for interim project
financing. The remaining balances are for preperiy taxes.

INTERFUND TRANSFERS

Cperating fransters within the primory government are os follows:

Transter In Transfer Qut

General Fund $ - 3 4,364
Water/Fire Hydrant Fund 2,400 -
Building Fund 1,944 -

$ 4,364 $ 4,364

The operating transfers are for general operations of the Water/Fire Hydrant Fund and the
Building Fund.
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NOTE TO FINANCIAL STATEMENTS — CONTINUED

NOTE 8: CAPITAL ASSETS
Capitai asset activity of the Townshin's pimary government for the curent yeor was as follows:

Batonce Bolaonce
Aprl 1, 2005  Additions  Delefions Morch 31, 2006

Governmental Activities

Capiial assets not
being depreciated:

Land 3 5550 % - $ - 3 5.550

Capital assets
being depreciated:

Buildings and improvemenis 138,991 - - 138,991
Office equipment and furniture 18.714 - - 18.714
Subtotal 157,705 - - 157.705
Less accumuiated depreciation;
Buildings and improvements {32,770) [3,714) - (36.486)
Cffice equipment and furniture {7171} (2.222) - {9.393)
Subtotal (39,541) (5,938} - {45,879}
Net capiial assets
being gepraciated 117,744 {5,938) - 111.825
Govemmental activifies net
copital assels $ 123,314 % 15938} % - $ 117,376
Balance Balance

Aprl 1, 2008 Additions Deletions  March 31, 20046

Business-fype Aclivify

Caopital assets not
being deprecioted:
Construction in progress $ 1843209 3 887462 & - $ 2725871
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NOTE 8.

NOTE 9:

NOTE TO FINANCIAL STATEMENTS ~ CONTINUED

CAPITAL ASSETS — CONTINUED

Cepreciation expense was charged 1o the primary government as follows:

Govermnmentol Acfivifies
Unaitlocated 3 5938
Business-type Activity

At yvear-end, all construction in progress amounts are capitatized. As of March 31, 2006,
$36,200 of interest was capitalized as part of construciion in progress,

Proprietary Fund Type Property, Plani and Equipment

Proprietory fund type property, plant and equipment at March 31, 2006 are summarized a3
foliows:

Enterprise

Construction in progress $ 2725871

LONG-TERM DEBT

The foliowing is a summary of the Township's long-term debi tfransactions for the year ended
March 31, 2006:

Amount Due

Beginning Ending Within
Balance Additions  Reductions Balance One Year
PRIMARY GOVERNMENT
Business-type Activity
Bonds and notes payable:
Revenue bonds
2004 Sewage Disposal $ 649000 % - 3 - 3 649000 % 6,000

Long-term liabilities payoble at March 31, 2006 s composed of the foliowing individual issue:

Business-Type Activity:

$649,000, 2006 St. Ignace Township Revenue Bonds due in annual
installments of $5.000 to $34,000 through January 1, 2044;

interest at 4.50%. 3 442,000
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NOTE ¢:

NOTE 10

NOTE TO FINANCIAL STATEMENTS ~ CONTINUED
LONG-TERM DEBT - CONTINUED
Business-Type Activity: (CONTINUED)

The annua! debt service reguirements to maiuily for aligeneral and revenue obligation bonds
outstanding excluding premium and refunding deferals, as of March 31, 2006, are as follows;

Yeor Ending Business-Type Activity

March 31 Principal inferest
2007 3 6000 % 28,935
2008 7,000 28,620
200¢% 7,000 28,305
2010 7.000 27,990
2011 8.000 27,630
2012-2016 44,000 132,435
2017-2027 54,000 121,185
2022-2026 68,000 107,235
2027-2031 84,000 89,820
2032-2036 105,000 48,175
2037-2047 131,000 41,130
2042-2044 128,000 8,955
Total F 49000 %5 710415

The revenue bonds were issued on February 3, 2005 to provide funding for the Township
sewage disposal system construction, The bonds are callable af the issuer's option beginning

on January 1, 2004, Prepayment amounts would consist of principai plus interest accrued to
the call date.

PENSION PLAN

The Township provides pension benefits for all of its employees, including board members,
meefing cendin minimum requirements through a defined contriibution plan sponsored by the
pMunicipal Retirement Systems, inc. Under ¢ defined contribution pian, benefits depend solety
on amounts contributed 1o the plon plus investment earmings.

Tne Township confributes to the Plan; the Plan does not provide for employee contributions.

The Township's contribulions to the Plan inciude a componeni for curent service plus a
componeni for up to 10 years of prior service rendered betore April 1, 1921, Confributions for
current service are at 12 percent of current compensafion. Coniributions for prior service are
computed ot | percent of current compensaiion for each year of prior service.

The Township contributed $5,.918, including $185 to cover pension administrafive expenses. to
the Plan during fiscal year 2004, This contribution was based on salaries of $48,360 while total
fiscat 2006 Township pavroll was $49,843. Contributions 1o the Plan are invested in annuities
issued by insurance companies.
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NOTE T1:

NOTE 12:

NOTE TO FINANCIAL STATEMENTS — CONTINUED
COMMITMENTS
Ambulance Service: The Township has joined with other areo fownships and the City of
St ignace to create the 'St lgnace Community Area Ambulance Service.” This organization
has in furn, contfrocted with Allled EMS Systems. Inc., 1o operate ambulance services in the
community.
Payments under this confract are required annudlly at ¢ stipulafed rate per person residing in
eqch political unit comprising the contracting group. Each political unitis required fo pay its
pro-rated share of operaiing loss (if any), on a quarterly basis.

Fayments under this contract were oppfoﬁmo‘reiy $13,204 for the vear ended March 31, 2004.

Construction: The Township has an aclive construction project at year-end.

Contracts at Expended fo
mMarch 31, 2006 March 31, 2006 Committed

Sewaer Sysiem $ 2,614,200 3 2,546,551 3 67,649

RISK MANAGEMENT

The Township is exposed Yo various risks of 1oss related to torts, theft of, damage to and
destruction of assets; erors and omissions: Injuries 10 employees and naiural disasters.

The Township belongs to the Michigan Township Paricipating Plan, o public entity risk pool
currently operating as o common risk management and insurance program for varous
municipalilies throughout the state. The Township pays an onnual premium for ifs general
insurance coverage. The pool is self-susicining througn member premiums and reinsures
through commercial companies for 100% of its claims.

The Township continues to camry worker's compensaiion insuronce through ihe State of
Michigan Accident Fund.
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ST. IGNACE TOWNSHIP

Budgetary Comparison Schedule

General Fund

Far the Year Ended March 31, 2006

Beginning budgetary fund balance

Resources {inflows):
Taxes
State revenues
Local revenues
Charges for services
Interesi and rentals
Other

Amounts available for approprictions

Charges to appropriafions (oulflows);

General government:
Trustees
Supervisor
Flections
Assessing
Professional services
Clerk
Board of review
Treqsurer
Publishing
Building and eqguipment
Insurance
Other

Total general government

Public safety:
Fire protection
Fire hydrant rent
Ambulance
Ptanning & zoning

Total public safety

Public works:
Cemetery
Street lights

Total puilic works
Capital Outiay
Transfers out
Tolal charges to appropriafions

Ending budgetary fund balance

Budgefed Amounts

Vanance with

Aciual Final Budget
Qriginol Final Amounts Qver/{Under)
$ 440831 $  440.831 $ 440,831 3 -
36,060 36,060 36,956 896
74,042 74,042 73,456 1586)
20,000 20,000 20,303 303
- - ¢.413 ?.413
12,000 12.000 2,601 (9,399}
- - 4,533 4,533
582,933 582,933 588.093 5,160
4,540 4,540 4,349 (1%1)
13.200 13,200 13,180 (20
2.500 2,500 638 {1.862)
16,900 16,900 15,775 {1.125)
7.000 11,601 11,601 -
13,300 13.300 12,724 1576)
1,000 1,000 1,678 678
15,700 15,700 14,90) (759}
S00 500 467 [33]
3.000 3,000 2,676 (324)
5,000 5.000 4,554 {446}
10,623 5,000 5,293 293
93.263 92,24} 87,836 {4,405}
20,000 20,000 17.591 [2,409)
2,400 - - -
15,000 15,000 13,706 (1.294)
2,300 2,410 2,110 [300]
39,700 37.410 33,407 {4,003)
1,000 1,569 1,569 .
6,000 4.849 4,403 {446)
7,000 6418 53,972 [446]
2,000 2,000 {2.000)
- - 4,364 4.364
141,983 138.06% 131,579 {6,490}
$ 440970 $ 444864 $ 456,514 $ 11,650

See accompanrying notes 1o 1he bosic financial statements. 25



ST.IGNACE TOWNSHIP
Budgetary Comparison Schedule
Road Improvement Fund
For the Year Ended March 31, 2004

Budgeted Amounts

Varnance with

Acliual Final Budget
Original Final Amounts Over/{Under]
Beginning budgetary fund balance $ 250,226 $ 250,226 3 250,226 $ -
Rescources [inflows):
Taxes 40,000 60,000 50,400 {9,600}
Federal revenues - - 20,025 20,025
Interest - - 2874 2.874
Other - - 351 351
Amounts avallagbie for approprations 310,226 310,226 323874 13,650
Charges to appropriafions {outfiows):
Public works 50,000 50,000 26,386 (23,614}
Ending budgetary fund balance 3 260226 $ 260,226 $  297.490 $ 37.2644

See accompanying nates to the basic financiol statements. 26
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ST. IGNACE TOWNSHIP

Combining Balance Sheet
Nonmajor Governmental Funds
March 31, 2004

Liguor Waler / Fire
Recreation Conirol Hydrant
Assets Fund Fung Fund Total
Cash $ 8855 388 $ 30819 40,062
Taxes receivobie 1,847 - - 1,847
Due from ether funds 2,638 - - 2,638
Total assets $ 13.340 388 $ 30819 44,547
Liabilities and Fund Balances
Liabilities
Due to other governmental units $ 10,208 - 3 - 10,308
Fund batances
Designated for Fund Activities 3,032 - 30,819 33.851
Unreserved - 388 - 288
Total fund talances 3.032 388 30.819 34,239
Tolal iabilities and fund balances $ 13,340 388 $ 30819 44,547
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ST. IGNACE TOWNSHIP
Combining Statement of Revenues, Expendituses, and Changes in Fund Balances
Nenmalor Governmentaj funds
For the Year Ended March 31, 2006

Liguor water / Fire
Recreaiion Control Hydrani Bullding
Fund rund Fund Fund Total
Revenues

Taxes $ 12742 $ - % - $ - $ 12,742

State revenues - 805 - - 805

Chorges for services - - - 3,837 3,839

interest and rentals 59 3 860 S 927

Total revenues 12,801 808 860 3.844 18,313
Expenditures
Cumeni:
Public Safery - 720 2.600 - 3,320
Public Works - - . 5,448 5,448
Recreational and Cultural 10,413 - - - 16,413
Total expenditures 10.413 720 2,600 5,448 19,181
Excess (deficiency) of revenues
over expenditures 2.388 &8 {1.740) (1.604) {B&8]
Other financing sources {uses)

Operating transters in - - 2,400 1964 4,364
Net change in fund balances 2,388 fatal 660 360 3,496
Fund balances - beginning of year 644 300 30,159 {360} 30.743
Fund balances - end of year $ 3032 $ 388 3 30819 $ - $ 34,239
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FEDERAL SINGLE AUDIT REPORTING



" Hill - Schroderus & Co., LLP

Certified Public Accountants & Consultants

ol

September 11, 2004

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON
COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF
FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH

GOVERNMENT AUDITING STANDARDS

Township Board
st ignace Township
Mockinac County, Michigan

We have audited the financial statements of the governmenial actlivities, the business-type activity, each
major fund and the aggregate remaining fund information of $t. lgnace Township, as of and for the year
ended March 31, 2006, which collectively comprise the St ignace Township's basic financial statements
and have issued our report thereon September 11, 2006. We conducied our audit in accordance with
ouditing standards generally accepted in the United States of America and the standards applicable to
financial audits contained in Government Audifing Standards, issued by the Comptioller General of the
United States.

internal Conirol Over Anancial Reporting

In planning and performing our audit, we considered St Ignace Township's infermnat conirol over financial
reporiing in order 1o determing cur auditing procedures for the purpose of expressing our opinions on the
fimancial statements and not fo provide an opinion on ihe infernal conirol over financiail reporting. Our
considercation of the internal conirol over financial reporting would not necessarily disclose all matiers in
the internal conirol that might be material weaknessas. A maierial weokness is o reporiable condifionin
which the design or operation of one or more of the internal control components does not reduce to a
relafively low level the risk that missiatements caused by error or fraud in amounts that would be maierial
in relation 1o the financial statements being oudited may occur and nof be detecied within o timealy
period by employees in the normal course of performing their assigned funclions. We noted no matters
involving the internal control over finoncial reporting and its operation that we consider to be material
wedknessas,

Compliance and Other Maotiers

Aspart of oblaining reasonable assurance about whether 8. ignace Township's financiol statements are
free of material misstaterment, we performed fests of ils compliance with certain provisions of 1aws,
regulations, contracts, and grant ogreemenis, noncompliance with which could have a direct and
maierial effect on the determination of financial siatement amounts. However, providing an opinion on
compliance with those provisions was not an objeciive of our audit, and accordingly, we do naot express
such an opinton. The results of our tests disclosed no instances of noncompliance or other malters that are
required 1o be reported under Government Auditing Standards.

This report is intended solely for the information and vse of management, the Township Board, and federal
awarding agencies and poss-through enlifies and is not iniended 10 be ond should not be used by
cnyvone other than these specified parties.

By < Lo
Wt Akegtine = G
CERTIFIED PUBLIC ACCOUNTANTS
Petoskey, Michigan
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- Hill - Schroderus & Co., LLP

Certified Public Accountants & Consultants

September 11, 2006

REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE TO
EACH MAJOR PROGRAM AND INTERNAL CONTROL OVER COMPLIANCE IN
ACCORDANCE WITH OMB CIRCULAR A-133

Township Board
St lgnace Township
Mackinac County, Michigan

Complionce

We have audited the compliance of St. ignace Township with the types of complionce reqguirements
described in the U.S. Office of Management and Budget {OMB} Circular A-133 Compliance Suppiement
that are applicable to its major federal program for the year ended March 31, 2006. St ignace Township's
major federal program i ideniified in the summaory of auditor's results section of the accompanying
scheduie of findings and questioned costs, Complionce with the reguirements of iaws, regulations,
contracts, and grants applicable 1o its major federal progrom is the responsibility of St Ignace Townshio's

monagemeant. Our respansibility is 1o express an opinion ¢n §f. ignace Township's compliance based on
our audit,

We conducted our audit of compliance in accordance with auditing standards generally acceptedin
the United States of America; the standards applicable to finoncial audits contained in Government
Auditing Stondards, issued by the Compiroller General of the United States; and OMB Circular A-133,
Audits of States, Locat Governments, and Nan-Profif Organizotions. Those standards and OMB Circular A-
133 require that we plan and perorm the cudit to obtain reasonable assurance about whether
noncompliance with the types of compliance requirements referred o above that could hove o direct
and material effect on o major federal program occurred. An audit includes examining. on ¢ iest basis,
evidence about St Ignace Township's compliance with those reguirements and pedorming such other
proceadures as we considered necessary in the circumsiances. We believe thot cur qudit provides a
reasonable basis for ocur opinion. Our audit dees not provide a legol determination on $i. Ighace
Township's compliance with those requirements.

I our opinion, St. Ignace Township complied, in all material respacts, with the reguirements referred fo
above that are applicable 1o its major federa! program for the year ended March 31, 2004.

Internal Control Over Complicnce

The management of St Ignace Township is responsibie for estabiishing and maintaining efieciive internal
conirol over compliance with requirements of laws, reguiaiions, coniracts, and grants applicable fo
federal programs. In plonning and performing our audit, we considered St. Ignace Township's infernal
control over compliance with requirements that could have o direct and material effect on o major
federal program in order {o determine our auditing procedures for the purpose of expressing our opinion
on complionce and to fesf and report on fhe internal control over compliance in cccordance with OMB
Circular A-133.

30

923 Spring Sireet ¢ P.O. Box 695 = Petoskey, Ml 49770 « 231-347-4136 + Fax: 231-347-4147 « E-mail: siaffname@hs-co.com



Qur corsideration of the infernal control over compliance would not necessarily disclose all matters in the
iniernal conftrol thot might be moterdal weaknesses. A maternial weakness is a reporiable condition in which
the design or operation of one or more of the internal conirol components does not reduce to arelatively
low level the risk that noncompliance with applicable requirements of laws, regulofions. contracts, and
gronts caused by error or fraud that would be material in refofion to o magjor federal program being
avdited may cccur and not be defected within @ fimely period by employees in the normal course of
performing their assigned funchions. We noted no maiters invoiving the internal control over comptiance
and ifs operaiion that we consider to be material weaknesses.

This report is intended solely for the information and use of management, the Township Board, and federal

awarding agencies and pass-through entities and is not infended to be and should not be used by
anyone other than these specified parties,

Wl ebretane & Con

CERTIFED PUBLIC ACCOUNTANTS
Petoskey, Michigan
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ST. IGNACE TOWNSHIP
Schedule of Expendifures of Federal Awards
For the Year Ended March 31, 2006

Federal Granior Federal
Pass-through Granior CFDA Federag!
L Program Title Number Expendiiures

U.S. Department of Agriculture

Direct Program:
© Water and Waste Disposal Systems
for Rural Communities 10.760 $ 889,400

Pass-through program from Mackinoc Couniy:
Schools and Road - Grants to States 10.665 20,025

Total expenditures of Federal Awards 5 909,425

NOTE - BASIS OF PRESENTATION

The accompanying schedule of expenditures of federal awards includes the Federal grant activity of §1,
ignace Township and is presenied on fhe modified accrual basis of accounting. The information in this
scheduls is presented in accordance with the requirements of OMB Circular A-133, Audits of Statfes. Local
Governments, and Non-Profit Organizations. Therefore, some amounis presented in this scheduie may
differ fram amounts presented in, or used in the preparaiion of the basic financial statements.
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ST. IGNACE TOWNSHIP
SUMMARY SCHEDULE OF PRIOR AUDRIT FINDINGS
For the Year Ended March 31, 2004

Fincding/Noncompliagnce

There were no audit findings in the prior year.

33



ST.AGNACE TOWNSHIP
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
For the Year Ended March 31, 2004

Summary of Audit Results

|

2.

St Ignace Township has received an ungudlified opinion on its financial staiements.

We noted no matiers in St Ignace Township's internal control siruciure which we considered tc be
repaortable conditions.

We nofed no noncompiliance that would be material 1o the fingncial statements.

We noted no motters in St Ignace Township's interncl controt over ifs major program which we
consider 10 be reportable condifions.

St lgnace Township has received an unguglified opinion on complionce for its major program,
Waler and Waste Disposal Systems for Rural Communities.,

We noted no audit findings required fo be reported under Section 510 {a) of OMB Circutar A-133,

The program tested as ¢ major program was the Water and Waste Disposal Systems for Rurol
Communifies.

The threshold used for disfinguishing between Type A and B programs was $300,000.

St Ignace Township did not qualify as a low-risk auditee.

Findings and Questions Costs

We nofed no maternal findings, or questioned cosls.
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NO MANAGEMENT LETTER WAS ISSUED TO THE ST. IGNACE TOWNSHIP FOR THE YEAR ENDED
MARCH 31, 2006.



